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MEMORANDUM FOR: Director of Central Intelligence

SUBJECT: Ageacy Utilisation of Cansultants

i. This memorastwn containg a recommendation iz para~
graph b for approval of the Director of Central Intelligence as &
result of a jolnt study by the Inspector Ceneral's staff and the
Office of Ceneral Counsel.

2. On 9 February 19:1 the President addressed & memo-

randum to Heads of Executive Departments and Agenclies, entitied,

*Preventing Conflicts of Interest on the Part of Advisers and Con-
suitants to the Coverament.'* This has balped to clarify many of
the very complex problems srising out of the application of the
sonflict-of-interest statutes io intermittent consultants., As an
exnmple, it eonflrms afficinlly the view heretofere generally heid
that conscitante are empleyees of the Goverament within the mean-
ing of caxtals of the conflict- of-interest statutes enly on those days
when setually consulting but adds a rule that if they spend more
than 40 per cant of their time consuiting they are considered full-
time smployses for the year of thelr consultant contract. The
President's Mamorandum aéds to the administrative probles of
handling conasitants as the e:mploying agency now must apply
wmiricier contrels and must require each consultant to furnish
statuments of financial Interest.

3. This Agency curreatly carvies oa its rolls as part-time
consuitants appronimatel porsons reprasenting a very bread
spectyers of special knowledge. A listing of thess individuals by
Agency eomponents (s attached, rrefaced by a surnmary showing
the nurnber sponssred by sach component. The Presidential
Memoyandnm {9 chiefly directed to consultants with specialized
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seiontific knowledge and skills. Most of these in cur cane are
listed under DPD, TSED, and 048], and presumably will be otilised
by the Deputy Director (Reacarch), Sorme 50 of the individuain
listed arve not in reality used as consultants within the measniag

of the Presidestial Memorasdwn: and should, therefore, be
removad Irom the list of ¢onsuitants and given a designation

mors Accurataly deseribing their reiationship with the Agency.

As regards eight ovther individuals who, althsugh properly carried
as consultants, bave not functionsd as such within the last two
yoars, we fesl that in view of the burdea of the new admiaistrative
roquireraents in bandiing censuitants, these individuals should be
vemoved from the list becaure of nonuse, unless the compenenis
who originally utilized ther contemplate further wtilization within
the raasomably near future. If both these actions be taken, the
number of ladividuals properly carried as coasultants totals[ |
The individuals suggested for removal are ideatified in the attached
iiet.

4. We havs reviewsd the Agency's utilization of these
fndividuals to determine if thare are or appear 10 be any conflicts
of foterest whick would be berred under the Presidential Mes:ie-
randson, and we have discussed the iaterpretation and application
of the Memerandum with the Office of Lagal Ceunssl, Department
of Justice. In the great majoerity of the cases there appears to be
ue problern whatsosver. There avs three cases in which we bave
contracts with the firms by which the consultants ars employed.
Howaver, the record appeirs clear that the individuals we utilise
played 0o part in negotiations asd did not influence the award of
the contracts. We discussed these three cases specifically with
the Dupartment of Justics, asd it felt there was no probibited

confilet. In the case of | |1§eil_m:.r—

coatraet to the Agency |
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cenciude on the basis of all the infermation currestly available
that there ars no conflicts of intcrest, rsal or apparent, in our
surreat wtilisation of the fadivideals listed. Since, however, we
must aow require statements of financial iaterest from: sach
copsultant and the additicmal information thereby produced wili
bave to be reviewed In sach case Ly this office, a final conclusion
cannet be stated at this tians.

5. Qme of the mest Laportant peiats settled durisg ovr
discussion with the Department of Justice on the use of conssitants
wes that propristary suterprises with legitimate corporate or ofher
isgally constituted eatities would be regarded as havisg indepsadent
existence, and their direetors, officers, and empleyees would not
be considered as consullasts to tha Ageacy usless they acted as
such on direct and independent sppaintments. This is consisteat
with our long-held concept uf proprietaries, and persons affiliated
with the Agency rolely through thelr proprietary connection are
sliminated from consideration in this paper. However, ss s
practical satter, based as the results of security investigations
and other information, & cousiderable degree of control on possible
conflicts of interest Ls majuteined oo proprietary persoasnei.

6. Our review of the consultant sitwation indicates there
is curreatly no Agency-wide aysten for assuring compliance
‘with the Presidential Memarandum on a contisuing basis., This
has hesa due te compartmentation in the Agency based on secwrity
and sxtreme sensitivity of serne of the consuitant relationships.
Recogalsing the validity of the security arguments, we still
belisve there should be a centrai focal point fer all part-time
Andivideals utilised by the Agency outside of proprietary and
ageni parsounsl. Ve recouninend that the Director of Perscnnel
bs mads responsible for maintaining the records of all such persen-
nel in his owa office oa a 505t secure basis and be further respensi-
bis for assuring compliance with the Presidential Memorandum
through the components that stilize the individuale. Iu this con-
nattion, our regulaticas wili have to be adjusted to cover the sew
Presidential consultant rules. % e will work with the Mfice of
Persovasl 1o develop an appropriate regulation and will provide
guidance for the haadling of consultants in accordance with the
terms of the Fresidential Memorandum.

B

LAVWRENCE R, BOUBTON
ARlachment Censral Connsel
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